1^  or 


i    a-^a^ 


STATE  DOCUMENTS  COLlIGTlOJl 

JAN  1  ':  1979 

930  E  Lynd'te  Ave. 
Helena,  Montsna  59601 


STATE  OF  MONTANA 

DIVISION  OF  WORKERS'  COMPENSATION 

Report  on  Examination  of  Financial  Statements 

Conducted  Under  Contract  by  Greteman,  Adams  &  Co., 
Certified  Public  Accountants 

Fiscal  Year  Ended  June  30,  1978 


OFFICE  OF  THE  LEGISLATIVE  AUDITOR 

STATE    OF    MONTANA 
STATE  CAPITOL         •         HELENA 


Montana  Stale  Ubrary 


3  0864 


003  7068  6 


STATE  OF  MONTANA 

DIVISION  OF  WORKERS'  COMPENSATION 

Report  on  Examination  of  Financial  Statements 

Conducted  Under  Contract  by  Greteman,  Adams  &  Co., 
Certified  Public  Accountants 

Fiscal  Year  Ended  June  30,  1978 


STATE  OF  MONTANA 


^ffitie  ixt  tJb  ^t:$xslniiixt  ^nbxiixx 


STATE  CAPITOL 

HELENA.  MONTANA  59601 

406/449-3122 


MORRIS  L    BRUSETT 
LEGISLATIVE  AUDITOR 


November  1978 


DEPUTY  LEQISLATIVe  AUDITORS: 
JOSEPH  J.  CALNAN 
ADMINISTRATION  AND 
PROORAM  AUDITS 

ELLEN  FEAVER 

FINANCIAL-COMPLIANCE  AND 
CONTRACTED  AUDITS 

STAFF  LE6AL  COUNSEL 
JOHN  W.    NORTHEY 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Workers' 
Compensation  Division,  Department  of  Labor  and  Industry  for  the  year 
ended  June  30,  1978. 

The  audit  was  conducted  by  Greteman,  Adams  and  Company,  Certified 
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The  comments  and  recommendations  contained  in  this  report  represent  the 
views  of  the  firm  and  not  necessarily  the  Legislative  Auditor. 
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included  in  the  back  of  the  audit  report. 
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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include  a  listing 
of  all  recommendations  together  with  a  notation  as  to  whether  the  agency 
concurs  or  does  not  concur  with  each  recoiranendation.   This  listing  serves 
as  a  means  of  summarizing  the  recommendations  contained  in  the  report  and 
the  audited  agency's  reply  thereto  and  also  as  a  ready  reference  to  the 
supporting  comments.  The  full  replies  of  the  Division  of  Workers'  Compensa- 
tion are  included  in  the  back  of  this  report. 

Page 

The  Division  should  be  more  aggressive  in  seeking  out  uninsured 
employers.   Most  employers  are  required  by  law  to  carry 
workers'  compensation  insurance.  6 

Agency  Reply:   Concur.   See  page  39 

The  Division  should  improve  its  communications  with  injured  workers. 
A  brochure  explaining  the  benefits  available  and  obligations  of 
the  injured  worker  should  be  developed  and  distributed  in  each 
injury  case.  7 

Agency  Reply;   Concur.   See  page  39 

There  were  several  methods  being  used  to  calculate  the  weekly  benefit 
amount,  each  of  which  resulted  in  a  slightly  different  amount.  The 
calctilation  of  the  weekly  benefit  amount  should  be  consistent.         8 

Agency  Reply;   Concur.   See  page  39 

A  second  party  should  review  all  rate  calculations  to  eliminate 
mathematical  errors.   This  could  perhaps  be  accomplished  through 
the  use  of  compensation  clerks.  9 

Agency  Reply;   Do  not  concur  because  of  cost  and  possible  delays 
of  benefit  payments.  They  will  explore  using  compensation 
clerks  to  perform  routine  work  now  done  by  claims  examiners. 
See  page  39 

The  Division  should  seek  legislation  to  allow  a  more  realistic 
deadline  for  preparation  of  the  annual  report.   This  will  allow 
for  completion  of  the  actuarial  valuation.  9 

Agency  Reply:   Concur.   See  page  40. 

The  amount  of  the  initial  deposit  which  is  required  of  employers 
should  be  reviewed  and  revised.   The  current  deposit  amount  is 
not  being  timely  revised  for  increased  payroll  and  is  not 
related  to  the  risk  of  uncollectible  premium  amounts  10 

Agency  Reply;   Concur.   See  page  40. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 
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The  use  of  a  universal  identifying  number  for  all  Montana 
employers  should  be  explored.   Currently  each  state  agency 
assigns  a  different  number.  10 

Agency  Reply;   Concur.   See  page  40 

Cancellation  dates  should  be  revised.  Presently,  some  disparities 
exist  depending  on  when  the  payroll  reports  and  premium  payments 
become  delinquent.  11 

Agency  Reply:   Concur.   See  page  40 

Capital  equipment  records  should  be  updated,  a  regular  inventory 

taken,  and  a  general  fixed  asset  group  of  accounts  maintained        11 

Agency  Reply;   Concur.   See  page  40 

Incompatible  responsibilities  with  the  revolving  cash  fund  should 
be  separated  for  stronger  internal  control.  One  person  handles 
all  accounting  functions  presently.  12 

Agency  Reply;   Concur.   See  page  40 

Uncollectible  premiums  should  be  turned  over  to  the  Department  of 
Revenue  for  collection  on  a  more  timely  basis  to  improve  the 
collection  efforts.  13 

Agency  Reply;   Concur.   See  page  41 

All  bureaus  of  the  Division  should  be  physically  located  in  one 

building  to  avoid  inefficiency  and  duplicate  expenses.  13 

Agency  Reply;   Concur.   See  page  41 

Fresh  start  legislation  should  be  considered  for  compensation  laws. 
Current  laws  are  largely  the  result  of  court  cases  and  are  complex 
and  often  inconsistent.  13 

Agency  Reply;   Concur.   See  page  41 

Permanent  partial  disability  settlements  should  be  more  clearly 
defined  in  the  law.   The  law  is  vague  as  to  benefits  and  this 
is  an  area  where  attorneys  often  become  involved  in  negotiating 
lump  sum  settlements.  14 

Agency  Reply;   Concur.   See  page  41 


Greteman,  Adams  &  Co. 

Certified  Public  Accountants 

Suite  421 

First  Federal  Building 

2929  Third  Avenue  North 

Billings,  Montana  59101 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 


We  have  examined  the  financial  statements  of  the  various  funds  of  the 
Division  of  Workers'  Compensation  and  the  State  Compensation  Insurance  Fund 
for  the  year  ended  June  30,  1978  as  listed  in  the  accompanying  table  of  con- 
tents.  Our  examination  was  made  in  accordance  with  generally  accepted  audit- 
ing standards  and  accordingly  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in  the  circum- 
stances.  We  did  not  examine  the  financial  statements  of  the  Board  of  Invest- 
ments which  manages  investments  for  the  Division  of  Workers'  Compensation 
with  a  carrying  value  of  $3,733,834  and  for  the  State  Compensation  Insurance 
Fund  with  a  carrying  value  of  $55,882,438.   These  statements  were  examined 
by  other  auditors  whose  report  thereon  has  been  furnished  to  us,  and  our  opin- 
ion expressed  herein,  insofar  as  it  relates  to  the  amounts  of  investments  and 
investment  income,  is  based  solely  upon  the  report  of  the  other  auditors. 

The  Division  of  Workers'  Compensation  has  not  maintained  a  record  of  its 
general  fixed  assets,  and  accordingly  a  statement  of  general  fixed  assets, 
required  by  generally  accepted  accounting  principles,  is  not  included  in  the 
accompanying  financial  statements. 


VI 


In  our  opinion,  based  upon  our  examination  and  the  report  of  other 
auditors,  the  financial  statements  as  listed  in  the  accompanying  table  of 
contents  present  fairly  the  financial  position  of  the  various  funds  of  the 
Division  of  Workers'  Compensation  and  the  State  Compensation  Insurance  Fund 
at  June  30,  1978  and  the  results  of  operations  of  such  funds  for  the  year 
then  ended  in  conformity  with  generally  accepted  accounting  principles 
applied  on  a  basis  consistent  with  that  of  the  preceding  year. 

October  26,  1978 
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COMMENTS 

INTRODUCTION 

The  primary  purpose  of  our  examination  of  the  financial  statements  of  the 
various  funds  of  the  Workers'  Compensation  Division,  Department  of  Labor  and 
Industry  and  the  State  Compensation  Insurance  Fund  for  the  fiscal  year  ended 
June  30,  1978  was  to  enable  us  to  form  an  opinion  as  to  the  financial  position 
of  these  funds  at  June  30,  1978  and  their  results  of  operations  for  the  fiscal 
year  then  ended.  We  tested  for  compliance  with  state  and  federal  laws  applicable 
to  the  agency  and  found  no  violations  of  these  laws  except  as  otherwise  noted  in 
subsequent  paragraphs.   We  also  tested  federal  grant  programs  for  compliance 
with  the  Occupational  Safety  and  Health  Administration  Survey  and  Audit  Guide 
and  found  no  exceptions. 

We  reviewed  and  tested  the  Workers'  Compensation  Division's  system  of 
internal  accounting  control  to  the  extent  considered  necessary  to  evaluate 
the  system  as  required  by  generally  accepted  auditing  standards.   The  purpose 
of  the  evaluation  is  to  establish  a  basis  for  reliance  thereon  in  determining 
the  nature,  timing  and  extent  of  auditing  procedures  that  are  necessary  for 
expressing  an  opinion  on  the  financial  statements. 

The  objective  of  internal  accounting  control  is  to  provide  reasonable, 
but  not  absolute,  assurance  as  to  the  safeguarding  of  assets  against  loss 
from  unauthorized  use  or  disposition,  and  the  reliability  of  financial  records 
for  preparing  financial  statements  and  maintaining  accountability  for  assets. 
The  concept  of  reasonable  assurance  recognizes  that  the  cost  of  a  system  of 
internal  accounting  control  should  not  exceed  the  benefits  derived  and  also 
recognizes  that  the  evaluation  of  these  factors  necessarily  requires  estimates 
and  judgments  by  management. 
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There  are  inherent  limitations  that  should  be  recognized  in  consider- 
ing the  potential  effectiveness  of  any  system  of  internal  accounting  control. 
In  the  performance  of  most  control  procedures,  errors  can  result  from  mis- 
understanding of  instructions,  mistakes  of  judgment,  carelessness  or  other 
personal  factors.   Control  procedures  whose  effectiveness  depends  upon 
segregation  of  duties  can  be  circumvented  by  collusion.   Similarly,  control 
procedures  can  be  circumvented  intentionally  by  management  with  respect  either 
to  the  execution  and  recording  of  transactions  or  with  respect  to  the  esti- 
mates and  judgments  required  in  the  preparation  of  financial  statements. 
Further,  projection  of  any  evaluation  of  internal  accounting  control  to  future 
periods  is  subject  to  the  risk  that  the  procedures  may  become  inadequate 
because  of  changes  in  conditions  and  that  the  degree  of  compliance  with  the 
procedures  may  deteriorate. 

Our  study  and  evaluation  of  the  Workers'  Compensation  Division's 
internal  control  for  the  year  ended  June  30,  1978  would  not  necessarily 
disclose  all '/eaknesses  in  the  system.   However,  such  study  and  evaluation 
disclosed  the  following  conditions  that  we  believe  merit  attention.   It 
should  be  noted  that  this  list,  by  its  nature,  is  critical  in  that  it  con- 
tains only  our  comments  and  recommendations  on  deficiencies  observed  in 
the  course  of  our  examination.   It  does  not  include  our  observations  on  the 
strong  features  of  Workers'  Compensation  Division's  system  of  internal 
control. 
OVERVIEW  OF  WORKERS'  COMPENSATION  INSURANCE 

The  purpose  of  workers'  compensation  insurance  is  to  pay  employee 
medical  expenses  and  offset  wages  lost  through  job  related  accidents  and 

-2- 


occupational  diseases.   Employers  are  protected  apainst  legal  action  for 
damages  for  industrial  injuries  suffered  by  their  employees. 

The  Workers'  Compensation  Act  of  Montana,  with  limited  exceptions, 
requires  all  employers  to  cover  their  full-time,  part-time,  seasonal  or 
occasional  employees  with  workers'  compensation  insurance.  The  limited 
exceptions  which  do  not  require  coverage  are: 

(1)  Household  and  domestic  employees ; 

(2)  employees  who  do  not  work  in  the  usual  course  of  the  employer's 
business  operation; 

(3)  members  of  the  employer's  immediate  family  dwelling  in 
the  employer's  household  (applies  to  proprietorships  and 
partnerships  only) ; 

(4)  the  owner  of  a  sole  proprietorship  or  the  working  partners  of 
a  partnership  (however,  the  employees  of  such  entities  must 
be  covered) ; 

(5)  employees  covered  by  federal  compensation  laws;  and 

(6)  individuals  performing  services  in  return  for  aid  or  sustenance 
only  (such  as  those  working  only  for  board  and  room) . 

Also,  the  Montana  Attorney  General  has  ruled  that  Indian  employers 
on  Indian  reservations  are  not  required  to  carry  workers'  compensation 
insurance . 

Certain  corporate  officers,  with  the  approval  of  the  Division  of  Workers' 
Compensation,  may  elect  not  to  be  covered  and  proprietors  and  partners  devoting 
full-time  to  business  may  elect  to  be  covered. 

Employers  may  obtain  coverage  through  private  insurance  companies 
licensed  to  write  workers'  compensation  insurance  in  Montana  (Plan  II),  or 
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the  State  Compensation  Insurance  Fund  (Plan  III) .   Certain  large  employers 
with  extensive  assets  are  allowed  to  self-insure  (Plan  I) . 

Employers  pay  the  insurance  premiums  based  on  a  percentage  of  employees 
salaries.   Plan  II  and  Plan  III  independently  determine  their  rates  and 
these  rates  may  differ  between  plans.   The  law  prohibits  employers  from 
deducting  or  obtaining  any  part  of  the  premium  from  employees. 

The  insurer  must  provide  both  medical  and  compensation  benefits  to 
injured  workers.   Medical  benefits  consist  of  reasonable  doctor,  hospital 
and  medical  services  (including  medicines) ,  and  other  treatment  approved 
by  the  Division.   This  includes  the  replacement  or  repair  of  dentures, 
and  prescription  eye  glasses,  contact  lenses,  and  hearing  aids  damaged  or 

lost  as  a  result  of  an  industrial  injury.   Compensation  benefits  consist 
of: 

•  Temporary  Total  Disability  -  Until  the  injured  employee  is  physi- 
cally restored  to  the  extent  the  injuries  will  permit,  the  employee 
is  entitled  to  weekly  compensation  of  66  2/3%  of  the  wages  at  the 
time  of  injury  up  to  a  maximum  of  the  state's  average  weekly  wage. 
The  insurer  pays  these  benefits  from  the  date  of  injury  if  the 
employee  loses  wages  for  at  least  one  week.   If  the  employee  also 
receives  social  security  disability  benefits,  the  weekly  compensation 
benefits  are  reduced  up  to  one-half  the  social  security  payments. 

•  Permanent  Partial  Disability  -  When  an  injured  employee  is  physically 
restored  to  the  extent  possible  and  suffers  a  wage  loss  or  loss  of 
earning  capacity,  the  employee  is  entitled  to  weekly  compensation  of 
66  2/3%  of  such  loss  up  to  one-half  the  state's  average  weekly  wage. 
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These  weekly  benefits  are  limited  to  a  varying  number  of  weeks  de- 
pending on  the  part  of  the  body  injured,  up  to  a  maximum  of  500  weeks. 

•  Permanent  Total  Disability  -  If  an  injured  employee  has  no  reasonable 
prospect  of  finding  regular  employment,  the  employee  is  entitled  to 
compensation  of  66  2/3%  of  the  wages  at  the  time  of  injury  up  to 

a  maximum  of  the  state's  average  weekly  wage.   These  benefits  are 
payable  for  life  or  until  the  employee  is  able  to  return  to  regular 
employment.   If  the  employee  receives  social  security  disability 
payments,  the  compensation  benefits  are  reduced  up  to  one-half  the 
social  security  payments. 
In  addition  to  these  benefits  are  death  benefits,  rehabilitation  bene- 
fits, subsequent  injury  fund  benefits  and  certain  indemnity  benefits. 
UNINSURED  EMPLOYERS 

Montana  law  requires  employers  to  be  covered  by  workers'  compensation 
insurance  either  by  a  private  insurance  company  authorized  to  sell  insurance 
in  Montana  (Plan  II),  the  State  Compensation  Insurance  Fund  (Plan  III),  or 
in  certain  instances  through  a  program  of  self -insurance  (Plan  I) .  The 
penalty  for  failure  to  carry  this  insurance  is  "...either  double  the  premium 
the  employer  would  have  paid  on  the  payroll  of  the  employer's  workers  in  this 
state  if  the  employer  had  been  enrolled  with  compensation  plan  No.  3  or  $500, 
whichever  is  greater...".   Further," .. ..when  the  division  discovers  an 
uninsured  employer  it  shall  order  him  to  cease  operations  until  he  has  elected 
to  be  bound  by  a  compensation  plan.   An  employer  who  does  not  comply  with 
the  division's  order  to  cease  operations  is  guilty  of  a  misdemeanor." 
Generally,  uninsured  employers  arise  in  two  ways: 

•  A  new  business  has  failed  to  secure  insurance  coverage,  or 

•  An  existing  business  has  its  coverage  cancelled  for  failure  to  report 
payroll  and  pay  the  required  premiums. 
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In  the  first  case,  the  Division  takes  the  position  that  they  are  not 
staffed  to  be  able  to  aggressively  seek  out  uninsured  employers.   They  have 
only  one  investigator  assigned  to  this  area  and  his  work  is  limited  to  pursuing 
those  uninsured  employers  who  have  come  to  the  attention  of  the  Division  through 
a  physician's  report  of  an  injury  or  through  tips  provided  by  third  parties.   In 
the  second  case,  the  Division  can  easily  identify  uninsured  employers  since  all 
cancellations  are  reported  to  them,  but  again  they  lack  the  staff  to  be  able 
to  follow  up  most  of  these. 

Because  of  the  lack  of  investigative  staff,  there  are  uninsured 
employers  in  Montana  who  are  violating  the  law  and  have  a  good  chance  of 
remaining  undetected. 

RECOMMENDA TION 

We  reconunend   that    the  Division: 

1.  Enlarge   its  investigative  staff  and  use   this  staff  to  seek  out 
uninsured  employers.      Additional   costs  should  be  offset 
through   the  administrative  assessment   to  Plans  I  and  II,   and 
through  increased  premiums  where   the   uninsured  employer  opts   to 
be  covered   under  Plan  III.      The  fines   to   these  employers  are 
put  in   the  Uninsured  Employers  Fund,    which  will   be  available   to 
assist   injured  workers  of  uninsured  employers  on  January  1,    1979. 

2.  Seek  cooperation   with   the  Employment  Security  Division  and   the 
Department  of  Revenue  to  identify  those  businesses  not  properly 
enrolled  with  all    three  agencies    (see  subsequent  comment  on  a 
universal   identifying  number) . 

3.  Expand  enforcement  procedures  against  those  firms  which  cancel 
coverage,  but  continue  operation.  This  will  require  increased 
staffing  as  described  previously . 

COMMUNICATIONS  WITH  INJURED  WORKERS 

We  feel  that  good  communication  between  the  State  Compensation  Insurance 
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Fund  and  injured  workers  is  extremely  important.   In  our  review,  we  noted  cases 
where  this  communication  seemed  lacking.   For  example,  if  the  employer  and 
employee  both  use  the  same  form  for  reporting  an  accident  and  this  form  indi- 
cates less  than  a  seven  day  wage  loss,  in  virtually  every  case,  there  will  be 
no  communication  between  the  claimant  and  the  State  Compensation  Insurance  Fund. 
In  other  instances  where  there  was  written  communication,  this  was  largely 
through  individually  typed  form  letters.   We  feel  that  these  form  letters  could 
leave  the  claimant  with  many  questions.  A  lack  of  understanding  of  the  compen- 
sation laws  is  one  thing  that  can  cause  injured  workers  to  seek  attorneys. 
RECOMMEND A TION 

We  recommend  that   the  Division  develop  a  brochure   to  be  used  by  Plan  I, 
Plan  II,   and  Plan  III   to  distribute   to  every  injured  worker.      This 
brochure  should  explain  such  things  as   - 
0   The  requirement  for  seven  days  lost   wages  before  receiving 

compensation  benefits, 
m   The  definition  and  calculation  of  the  weekly  benefit  amount, 
0  The  offset  of  social   security  benefits  against  compensation 

insurance  benefits, 
0  The  amount  of  medical   costs  paid, 
0   The  definition  of  temporary   total,   permanent  partial,   and 

permanent  total  disability, 
0  The  availability  of  rehabilitation, 
0  Section   709  benefits    (fixed  weekly  benefits  for   the  loss  of  a  member), 

and 
0  An  explanation  of  the  appeal   proceedings  which  are  available  without 
legal   counsel . 
This  brochure  is  in  addition   to   the  field  contacts  which  are  made  in 
all   serious  lost   time  injury  cases. 
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LAWS  REGARDING  TERMINATION  OF  BENEFITS 

Whenever  benefits  to  an  injured  worker  are  terminated,  Montana  law 
requires  a  fifteen  day  notice.   This  is  inconsistent  with  the  concept  that 
benefits  should  cease  when  the  claimant  returns  to  work.   To  illustrate,  if 
a  worker  returns  to  his  job  and  the  employer  notifies  the  Division  of  this, 
does  the  Division  cut  off  benefits  immediately  or  does  it  give  him  15  days 
notice.   In  practice,  the  Division  terminates  benefits  immediately.   Another 
example  illustrates  a  second  potential  problem.   If  worker  A  returns  to  work 
September  15,  the  Division  will  terminate  benefits  at  that  date.   If  worker  B 
is  certified  by  a  physician  as  being  able  to  return  to  work  September  15,  but 
decides  not  to  do  so,  the  Division  will  give  him  15  days  notice  and  thus  pay 
him  15  days  more  compensation  than  worker  A. 

RECOMMENDATION 

We  recommend  that  legislation  be  sought   to  eliminate  the  inconsistencies 
and  inequities  in  the  law  regarding  termination  of  compensation  benefits . 
CALCULATION  OF  THE  WEEKLY  BENEFIT  AMOUNT 

We  reviewed  selected  Plan  III  compensation  claims  and  found  inconsistencies 
in  the  method  used  for  calculating  the  weekly  benefit  amount.   Assuming  that 
the  weekly  rate  is  being  calculated  for  $750  per  month  salary,  the  following 
methods  may  be  used. 

Calculation  A: 

$750  per  month  t  4  weeks  =  $  187.50  per  week 

Calculation  B: 

$750  per  month  x  12  months  7  52  weeks  =    173.08  per  week 


Calculation  C: 


$750  per  month  x  12  months  -f  (365  days 

per  year  7  7  days  per  week)  =  172.61  per  week 
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To  further  complicate,  we  noticed  inconsistencies  in  the  definition 
of  weekly  wage.   Theoretically,  the  prior  four  pay  periods  should  be  averaged, 
with  overtime  excluded  and  lost  time  due  to  inclement  weather  added.   Where 
there  was  a  fluctuation  in  the  four  wage  amounts,  the  average  calculation  might 
be  based  on  the  normal  hourly  rate,  or  only  two  or  three  periods  if  one  or  two 
periods  were  unusual.   The  actual  calculation  and  the  logic  used  for  departure 
from  the  four  pay  period  average  was  usually  not  detailed  in  the  file.   There 
were  clerical  errors  in  some  of  the  calculations  as  well,  which  resulted  in 
both  over  and  under  payments  to  claimants. 

RECOMMENDATION 

We  recommend   that: 

1.  Training  sessions  be  held   to  ensure  that   the  calculations 
of  compensation  rates  are  both  consistent  and  correct. 

2.  A  second  party  review    (and  document   that  review)      all   rate 
calculations.      This  could  perhaps  be  done  by  creating  the 
position  of  compensation   clerk.        These  clerks  could  do  much 

of  the  routine  work  done  by  claims  examiners    (such  as  calculation 

of  weekly  benefit  amounts  and  reviewing   the  files  for  payment 

of  compensation) ,    but   would  neither  have   the  skills  nor  command 

the  pay  of  claims  examiners .      The  claims  examiners  would  review 

the  work  of  the  compensation  clerks. 

ANNUAL  REPORT 

The  Division  is  required  to  prepare  a  report  covering  its  entire 

operations  and  proceedings  prior  to  October  1  of  each  year.   This  deadline 

is  unreasonable,  since  the  actuaries'  report  on  the  State  Compensation 

Insurance  Fund  is  not  completed  until  after  this  date. 

RECOMMENDATION 

We  recommend   that   the  deadline  for  this  report   be  delayed   to  a  reasonable 

date  which  would  allow  time  for  receipt  of  the  actuaries'   report   as 

well  as  any  audit  report. 
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INITIAL  DEPOSITS 

The  Division  rules  require  that  employers  post  an  initial  deposit.   This 
deposit  shall  be  the  greater  of  $25  or  50%  of  the  annual  premium  if  paid 
quarterly,  75%  if  paid  semi-annually,  or  100%  if  paid  annually.   The  Division, 
at  the  recommendation  of  the  prior  audit  report,  has  adopted  a  $5,000 
maximum  deposit. 

Our  review  of  uncollectible  premiums  showed  that  the  Division  has  been 
extremely  slow  in  increasing  the  required  deposit  as  the  payroll  grows.  We 
feel  that  some  of  the  write-offs  could  have  been  avoided  had  the  initial 
deposit  amount  been  Increased  to  percentage  amounts.  Also,  the  amount  of 
initial  deposit  does  not  relate  very  well  to  risk  since  the  deposit  is  not 
at  all  related  to  the  financial  condition  of  the  employer. 

RECOMMENDATION 

We  recommend   that: 

1.  The  Division  make  a  regular  review  of  the  initial   deposit   and 
increase  them  as  needed.      Any   increase  should  make  allowance 
for  seasonal   payroll   factors,    the  risk  in   certain  industries, 
the  individual   firm's  payment  history,   plus  a   tolerance  factor 
to  prevent  minor  payroll   fluctuations  from  resulting  in  changes 
in   the  required  deposit. 

2.  Consideration  should  be  given   to  returning   the  initial   deposits 

of  employers  who  have  had  a  good  payment  history  for  several   years. 
UNIVERSAL  IDENTIFIER 

Presently,  a  Montana  employer  has  separate  ID  numbers  for  the: 

•  Internal  Revenue  Service, 

•  Department  of  Revenue, 

•  Workers'  Compensation  Division,  and 

•  Employment  Security  Division. 

There  is  no  easy  way  to  cross-check  to  see  if  an  employer  is  properly 
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registered  with  each  agency. 
RECOMMENDATION 

We  recommend  that  a  universal   identifying  number  be  assigned  for 
each  Montana   employer.      The  Federal    identification  number  would 
be  the  most  logical   if  there  are  no  Federal   statutes  barring  its 
use.      Such  an   identification  would  make  it  easy  for  state  agencies 
to  check   that   all   employers   were  properly  registered. 
CANCELLATION  DATES 

There  is  an  inconsistency  in  the  dates  used  to  cancel  employers  for 
either  failure  to  file  payroll  reports  or  pay  premiums.   The  following 
examples  illustrate  for  a  quarter  ended  March  31,  where  payroll  reports 
are  due  by  April  20  and  premium  payments  are  due  30  days  after  the  receipt 
of  the  payroll  report. 

Example  A  -  The  employer  files  his  payroll  report  by  April  20,  but 

does  not  pay  the  premium.   He  would  be  cancelled  on  July  1; 
Example  B  -  The  employer  files  his  payroll  report  between  May  1  and 
May  5,  but  does  not  pay  the  premium.   He  would  be  can- 
celled on  July  1; 
Example  C  -  The  employer  does  not  file  any  payroll  report  or  make  a 

payment.   He  would  be  cancelled  on  June  5. 
Example  D  -  The  employer  files  his  payroll  report  between  May  5  and 
June  5,  but  does  not  pay  the  premium.  He  would  be 
cancelled  on  August  1. 
RECOMMENDATION 

We  recommend   that   the  cancellation  dates  be  revised  to  minimize   the 
disparity  as  shown  in   the  above  examples. 
CAPITAL  EQUIPMENT  RECORDS 

Capital  equipment  inventory  records  are  not  completely  up-to-date 
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and  are  not  clear  as  to  which  program  or  person  has  custody  of  the  assets. 
In  many  instances  there  is  a  poor  audit  trail  for  assets  traded  in.  There 
is  no  procedure  for  a  regular  physical  inventory  of  equipment. 

RECOMMENDATION 

We  recommend   that: 

1.  A  complete  and  accurate  equipment  listing  be  maintained  showing 
disposition  of  traded  assets  and  the  custody  of  asset  by  person 
or  program. 

2.  A  periodic  physical   inventory  of  assets  be   taken. 

3.  A   general   fixed  asset  group  of  accounts  be  maintained . 
SEPARATION  OF  DUTIES 

The  following  revolving  cash  fund  responsibilities  are  vested  with 
the  same  person. 

•  Deposit  preparation 

•  Check  preparation 

•  Check,  signing 

•  Bank  reconciliation 

This  commingling  of  responsibilities  results  in  weak  internal  control 
which  is  partially  offset  by  dual  signatures  on  the  checks. 
RECOMMENDATION 

We  recommend   that   the  revolving  cash  fund  bank  account  be  reconciled 
by  an  independent  party.      This  party  should  receive  the  bank  statement 
unopened . 
UNCOLLECTIBLE  PREMIUMS 

When  the  Division  feels  that  a  premium  has  become  uncollectible,  it 
turns  this  amount  over  to  the  Department  of  Revenue  for  collection.  We 
randomly  selected  52  employers  whose  accounts  were  turned  over  to  the  Depart- 
ment of  Revenue  for  collection  in  order  to  determine  the  number  of  days  between 
the  date  of  cancellation  and  the  date  the  employer  was  turned  over  to  the 
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Department  of  Revenue. 

Number  of  Number  of 

employers  days 

4  60-90 

8  91-120 
13  121-150 

3  151-180 

5  181-210 
7  211-240 
2  241-270 
1  271-300 

9  Over  300 

52 

Some  of  the  longer  periods  above  are  the  result  of  cleaning  up  old 
accounts  when  the  Division  first  started  using  the  Department  of  Revenue. 

The  Department  of  Revenvie  has  had  some  success  in  collecting  recent 
amounts,  but  has  had  little  success  in  collecting  older  amounts. 

RECOMMENDA TION 

We  recommend   that  past   due  premiums  be   turned  over   to   the  Department 
of  Revenue  on  a  more  timely  basis. 

Our  comments  relating  to  the  required  initial  deposit  also  affect  the 
problem  of  uncollectible  premiums. 
PHYSICAL  PLANT 

The  Helena  staff  of  the  Division  are  located  in  three  separate  locations. 
All  of  these  offices  are  leased  with  the  lease  on  the  main  office  expiring 
July  1,  1979  and  the  lease  on  the  two  smaller  offices  expiring  January  1, 
1980.   This  physical  separation  is  inefficient. 

RECOMMENDA TION 

Since  all   leases  expire  very  soon,    we  recommend   that   the  Division  locate 
office  space  large   enough  to  accommodate  all   bureaus  within   the  Division 
and  allow  for  future  growth. 
COMPENSATION  LAWS 

Much  of  the  compensation  law  in  Montana  is  the  result  of  court  decisions. 
As  a  consequence,  the  law  is  very  complex  and  at  times  contradictory. 
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RECOMMENDATION 

We  recommend  that  the  division  consider  "fresh  start"  legislation. 
This  legislation  would   supercede  all   prior  compensation  laws  and 
clear   up  the  confusing  and  contradictory  areas. 
PERMANENT  PARTIAL  DISABILITY  PROBLEMS 

Permanent  partial  disability  is  defined  as  "a  condition  resulting  from 

injury that  results  in  the  actual  loss  of  earnings  or  earning  capability 

less  than  total,  that  exists  after  the  injured  workman  is  as  far  restored  as 
the  permanent  character  of  the  injuries  will  permit."  As  stated  earlier,  a 
claimant  can  receive  up  to  500  weeks  of  permanent  partial  disability.   Perma- 
nent partial  disability  is  a  difficult  area  because: 

1.  Lump  sum  settlements  are  often  requested  and  received; 

2.  The  degree  of  disability  might  be  disputed  by  the  claimant; 

3.  These  are  the  more  serious  injury  cases  and  attorneys  are 
sometimes  involved. 

The  law  provides  that  whenever  the  claimant  makes  a  written  request  to 
convert  bi-weekly  pajnnents  into  a  lump  sum  and  can  show  a  need  for  this  lump 
sum,  the  division  can  authorize  this  payment  (subject  to  approval  of  the  workers' 
compensation  judge  when  compromise  settlements  are  involved).   In  actuality,  almost 
anyone  can  demonstrate  a  need  for  a  lump  sum  settlement.   One  must  keep  in  mind  that 
a  lump  sum  settlement  only  represents  conversion  of  bi-weekly  pajmients  to  which  the 
claimant  is  already  entitled  into  a  lump  sum.   The  degree  of  disability  is  somewhat 
subject  to  dispute  and  has  a  direct  bearing  on  any  lump  sum  settlement. 

Because  of  the  complexity  in  this  area,  an  attorney  might  become  involved. 
Often  the  attorney's  only  function  is  to  convert  bi-weekly  benefits  into  a 
lump  sum  amount  although  he  might  be  involved  in  determining  the  degree  of 
disability.  ' 

The  problems  in  this  area  are: 
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1.  The  lump  sum  amounts  are  not  fixed  by  law  and  become  the  subject 
of  negotiation. 

2.  Attorneys  become  involved  and  usually  obtain  a  percent  of  the 
total  settlement,  even  though  the  claimant  is  already  entitled 

to  a  settlement,  (it  is  recognized  that  the  settlement  may  be  higher 
because  an  attorney  was  involved) . 
RECOMMENDA TION 

We  recommend   that   the  Division  seek  legislation  which  would  provide  a 
schedule  for  lump  sum  settlements  based  on   the  degree  of  permanent 
disability.      Attorneys' fees  should   then  be  based  only  on   the  excess 
of  the  settlement  over   the  scheduled  amount.      This  should  allow 
attorneys  reasonable  compensation   for   their   work  and  allow  claimants 
to  obtain  competent   legal   help  where  a   valid  claim  exists. 
PRIOR  AUDIT  RECOMMENDATIONS 

We  reviewed  the  prior  audit  report  entitled  "Report  on  Review  of  Certain 
Insurance  and  Disability  Compensation  Operations"  dated  June  1974.   Except 
as  indicated  in  prior  sections  of  this  report,  the  Division  of  Workers' 
Compensation  has  taken  action  to  implement  the  recommendations  in  accordance 
with  its  response  included  in  that  report. 
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APPENDIX  I 

ATTORNEYS'  FEES 

According  to  Montana  Law  "...The  administrator  may  regulate  the  amount 
of  the  attorney's  fee  in  any  workmen's  compensation  case.   In  regulating 
the  amount  of  the  fee,  the  administrator  shall  consider  the  time  the  attorney 
was  required  to  spend  on  the  case,  the  complexity  of  the  case,  and  any  other 
relevant  matter  the  administrator  may  consider  appropriate..."  Under  the 
Administrative  Rules  Adopted  by  the  Division  of  Workers'  Compensation, 

1.  An  attorney  representing  a  claimant  on  a  workers'  compensation 
claim  shall  submit  to  the  Division,  in  accordance  with  Section 
92-619,  R.C.M.  1947,  a  contract  or  a  copy  of  a  contract  of 
employment  stating  specifically  the  terms  of  the  fee  arrange- 
ment.  The  contract  of  employment  shall  be  signed  by  the 
claimant  and  the  attorney. 

2.  An  attorney  representing  a  claimant  on  a  workers'  compensation 
claim,  and  who  plans  to  utilize  a  contingent  fee  system  to 
establish  the  fee  arrangement  with  the  claimant,  may  not  charge 
a  fee  above  the  following  amoimts : 

(a)  For  cases  that  have  not  gone  to  a  hearing  before  the  Workers' 
Compensation  Court,  twenty-five  percent  (25%)  of  the  amount  of 
compensation  payments  the  claimant  receives  due  to  the  efforts 
of  the  attorney; 

(b)  For  cases  that  go  to  a  hearing  before  the  Workers'  Compensation 
Judge,  thirty- three  percent  (33%)  of  the  amount  of  compensation 
payments  the  claimant  receives  from  an  order  of  the  Workers' 
Compensation  Court. 

(c)  For  cases  that  are  appealed  to  the  Montana  Supreme  Court,  forty 
percent  (40%)  of  the  amount  of  compensation  payments  the  claimant 
receives  based  on  the  order  of  the  Supreme  Court. 
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3.  The  amount  of  medical  and  hospital  benefits  received  by  the 
claimant  shall  not  be  considered  in  calculating  the  fee,  unless 
the  workers'  compensation  insurer  has  denied  all  liability, 
including  medical  and  hospital  benefits,  in  the  claimant's  case, 
or  vmless  the  insurer  has  denied  the  payment  of  certain  medical 
and  hospital  costs  and  the  attorney  has  been  successful  in 
obtaining  such  benefits  for  the  claimant. 

4.  For  good  cause  shown,  the  Division  may  allow  contingent  fees  in 
excess  of  the  maximum  fees  as  set  forth  in  the  above  schedule.   Such 
a  variation  from  the  maximum  contingent  fee  schedule  must  be  approved 
by  the  Division  before  a  final  fee  contract  is  entered  into  between 
the  attorney  and  the  claimant . 

5.  The  fee  schedule  set  forth  above  does  not  preclude  the  use  of  other 
attorney  fee  arrangements,  such  as  the  use  of  a  fee  system  based  on 
time.   When  such  a  fee  arrangement  is  utilized,  the  contract  of 
employment  shall  specifically  set  forth  the  fee  arrangement,  such 
as  the  amount  charged  per  hour. 

6.  The  contingent  fee  schedule  set  forth  above  is  a  maximum  schedule, 
and  nothing  prevents  an  attorney  from  charging  a  contingent  fee 
below  the  maximum  contingent  fee  schedule.   The  Division  encourages 
attorneys  to  review  each  workers'  compensation  claim  on  a  case  by 
case  basis  in  order  to  determine  an  appropriate  fee.   An  attorney 
may  also  reduce  the  attorney's  fee  from  what  was  originally 
established  in  the  fee  contract,  without  the  approval  of  the  Division. 

7.  The  Division  retains  its  authority  to  regulate  the  attorney  fee 
amount  in  any  workers'  compensation  case  even  though  the  contract 
of  employment  fully  complies  with  the  rules  set  forth  above. 
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FINANCIAL  STATEMENTS 


DIVISION  OF  WORKERS'  COMPENSATION 


Combined  Balance  Sheets 


June  30,  1978 


Earmarked  Revenue  Fund 


Federal  and  Private 
Revenue  Fund 


Assets  and  Other  Debits 


Revolving  fund  cash 
Cash  in  Treasury 
Accounts  receivable 
Inter-entity  loans  receivable 
Federal  securities  -  book  value 
Other  investments  -  par  value 
Unamortized  premiums 
Interest  purchased 
Short  term  investment  pool 
STIP  interest  purchased 
Property  held  in  trust 
Expense  advances  to  employees 
Deferred  cost  on  bond  exchanges 
Encumbered  appropriation 


Crime 

Division 

victims 

Coal 

OSHA 

General 

adminis- 

compen- 

mine 

statis- 

fund 

tration 

sation 

Total 

safety 

tics 

Total 

?  1,000 

2,000 

. 

2,000 

_ 

_ 

_ 

- 

30,956 

62,060 

93,016 

2,957 

10,840 

13,797 

_ 

_ 

140,000 

140,000 

_ 

— 

- 

16,300 


3,516 


Total  assets 
Liabilities 

Accounts  payable 

Accrued  support  expenditures 

Receipts  collected  in  advance 

Unaccumulated  bond  discounts 

Stale  dated  warrants 

Bonds  held  in  trust 

Fund  Balance  (Deficit) 

Total  liabilities  and 
fund  balance 


$  4,516   49,256 


4,516  279,753 


^_   (230.497)   201,753 

$  4,516   49.256   202,060 


16,300 


307    280,060 


264 


202 


202,060   251,316    2,957    10,840    13,797 


466 


(28,744)   2,693    10.638    13.331 


251,316    2,957    10,840    13,797 


See  accompanying  notes  to  financial  statements. 
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and 

Agency  Fvmd 

Federal 

private  grant 

Insurance 

Subse- 

Combined 

clearance 

liquida- 

Volunteer 

quent 

Uninsured 

total 

fund 

tion 

firemen 

— 

injury 

employers 

Total 

(Memorandum  only) 

3,000 

2,030 

— 

13,700 

290 

3,276 

17,266 

126,109 

247 

- 

- 

- 

42,095 

42,095 

42,342 

- 

- 

- 

— 

- 

- 

140,000 

- 

- 

180,000 

35,000 

- 

215,000 

215,000 

- 

- 

1,630,000 

1 

,681,000 

- 

3,311,000 

3,311,000 

- 

- 

2,693 

11 

- 

2,704 

2,704 

- 

- 

37,776 

48 

37,824 

37,824 

- 

- 

- 

97,715 

72,343 

170,058 

170,058 

- 

- 

- 

- 

91 

91 

91 

— 

8,442,000 

— 

— 

— 

8,442,000 

8,442,000 

.. 

_ 

- 

_ 

_ 

- 

16,300 

.. 

. 

1,744 

_ 

_ 

1,744 

1,744 

- 

- 

- 

- 

- 

- 

3,516 

2,277 

8,442,000 

1,865,913 

J^ 

,814,064 

117,805 

12,239,782 

12,511,688 

14,802 

14,802 

14,802 

- 

- 

- 

- 

- 

- 

285,042 

2,277 

- 

- 

- 

- 

- 

2,277 

- 

- 

5,187 

6,210 

- 

11,397 

11,397 

- 

8,442,000 

- 

- 

- 

8,442,000 

8,442,000 

— 

_ 

1,845,924 
1,865,913 

1_ 
1 

,807,854 
,814,064 

117,805 
117,805 

3,771,583 
12,239,782 

3,756,170 

2,277 

8,442,000 

12,511,688 
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DIVISION  OF  WORKERS'  COMPENSATION 


Combined  Statements  of  Revenues 


Year  ended  June  30,  1978 


Earmarked  Revenue  Fund 


Federal  and  Private  Revenue  Fund 


Fines: 

Motor  vehicle         ^ 
Civil  penalties 
Licenses  and  permits 
Service  fees: 

Administrative 
Plan  I  assessments 
Plan  II  assessments 
Qualification  exam- 
inations 
Boiler  examinations 
Investment  earnings: 
U.S.  Treasury  obli- 
gations 
Industrial  bonds 
Railroad  equipment 

trusts 
Public  utility 

securities 
Annual  modified  income 
Short  term  investment 
pool 
Firemen's  relief  fund 
Federal  grants 
Other: 

Workers'  compensation 

dividends 
Fatality  assessments 
Miscellaneous 
Transfers  in: 

State  compensation 
insurance  fund 

Tramsfers  out: 

Workers'  compensation 

judge 
Commissioner  of  Labor 
and  Indus  try 


Division 

admini- 

Crime victims 

Coal  mine 

OSHA 

stration 

Compensation 

Total 

safety 

statistics 

Total 

- 

220 

,097 

220,097 

- 

- 

- 

24,466 

- 

24,466 

- 

- 

- 

1,685 

_ 

1,685 

_ 

_ 

_ 

174,483 

- 

174,483 

- 

- 

- 

665,537 

- 

665,537 

- 

- 

- 

589 

_ 

589 

_ 

_ 

^ 

2,231 

- 

2,231 

- 

- 

- 

14,183 


53,725     67,908 


1,256 

— 

1,256 

- 

— 

— 

2 

- 

2 

- 

- 

- 

2.100,000 

2,100,000 
3,190,346 

_ 

2,970,249 

220,097 

14,183 

53,725 

67,908 

(147,514) 

- 

(147,514) 

- 

- 

- 

(9,078) 

_ 

(9,078) 
(156,592) 

_ 

_ 

_ 

(156,592) 

- 

- 

- 

- 

Prior  year's   revenue 
adjustments 


(12) 


$  2,813,645 


(12) 


220,097    3,033,742    14.183 


(2,099) 
51,626 


(2.099) 
65.809 


See  accompanying  notes  to  financial  statements, 
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Agency 

Fund 

Combined 

Volunteer 

Subsequent 

Uninsured 

total 

firemen 

in j  ury 

employers 

Total 

(Memorandum  only) 

220,097 

- 

- 

142,233 

142,233 

142,233 

- 

- 

- 

- 

24,466 

_ 

_ 

_ 

_ 

1,685 

- 

44,325 

- 

44,325 

218,808 

- 

145,027 

- 

145,027 

810,564 

_ 

^ 

^ 

_ 

589 

— 

— 

— 

— 

2,231 

8,087 

2,188 

_ 

10,275 

10,275 

69,425 

111,822 

- 

181,247 

181,247 

15,600        8,600        -        24,200  24,200 


39,944 

465 

- 

40,409 

40,409 

(943) 

593 

- 

(350) 

(350) 

3,040 

3,457 

839 

7,336 

7,336 

195,970 

_ 

. 

195,970 

195,970 

— 

— 

— 

— 

67,908 

_ 

_ 

_ 

_ 

1,256 

- 

11,500 

36,000 

47,500 

47,500 
2 

123,660 
451,637 

123,660 
961,832 

2,223,660 

331,123 

179,072 

4,220,086 

- 

- 

- 

- 

(147,514) 

— 

« 

_ 

_ 

(9.078) 

^ 

— 

— 

— 

(156,592) 

(192) 

(1,040) 
450,597 

_ 

(1.232) 
960,600 

(3,343) 

330,931 

179,072 

4,060,151 

-21- 


DIVISION  OF  WORKERS'  COMPENSATION 
Combined  Statements  of  Expenditures 
Year  ended  June  30,  1978 


Costs 

Personal  services: 
Salaries 

Other  compensation 
Employee  benefits 

Sub- total 

Operating  expenses: 
Contracted  services 
Supplies  and  materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  maintenance 
Other  expenses 

Sub- total 

Equipment 

Local  assistance 

Benefits 

Total  program  costs 

Summary  of  Funding 


General  fund 
Earmarked  revenue  fund 
Federal  and  private  revenue  fund 
Agency  fund 


Administration  program 


655,231 

2,050 

91,426 


Budget 

$   105,705 

1,447,194 

50,617 

20,000 


748,707 


106,914 

13,719 

28,842 

94,294 

49,219 

3,295 

9,291 

65,047 

370,621 

23,845 


127,529 
$  1,270,702 


Actual 

109,610 

1,039,704 

44,844 

76,544 


State  fund  program 


463,056 

25 

67,939 

531,020 


185,501 

13,991 

56,413 

29,303 

35,573 

3,362 

7,327 

1,739 

333,209 

118,214 


982,443 


Budget     Actual 
948,386   982,443  | 


$  1,623,516    1,270,702 


948,386   982,443 


See  accompanying  notes  to  financial  statements. 
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Compliance  program 


Safety  and  health  program 


Combined 
total 


225,553 

32.863 
258.416 


348,613 

650 

50,451 

399.714 


1,692,453 

2,725 

242,679 

1,937.857 


36,046 

14,438 

14,478 

907 

18,955 

2,790 

2,654 

431 

90,699 

30,905 

15,750 

843,294 

1,239,064 


8,435 

11,827 

9,669 

86,715 

28,272 

744 

3,554 

2,312 

151,528 

19.821 


571,063 


336,896 

53,975 

109,402 

211,219 

132,019 

10,191 

22,826 

69,529 

946,057 

192,785 

15.750 

970,823 

4,063.272 


Budget 

907,732 
351,324 


1,259.056 


Actual 

852,453 
370,824 


15.787 
1.239.064 


Budget 

571,971 
25,450 

597,421 


Actual 

548,977 
22,086 

571,063 


Budget 

1,013,437 

3,318,875 

76,067 

20,000 


Actual 

962,063 

2,941,948 

66,930 

92.331 


4.428,379   4.063,272 
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DIVISION  OF  WORKERS'  COMPENSATION 

Combined  Statements  of  Changes  in  Fund  Balances 

Year  ended  June  30,  1978 


Fund  balance  (deficit) 
July  1,  1977         $ 

Additions 


Earmarked  Revenue 

Fund 

Federal  and  Private 

Revenue  Fund         | 

General 
fund 

Crime 
Division  victims 
adminis-  compen- 
tration  sation 

Total 

Coal 

mine 

safety 

OSHA 
statis- 
tics 

Total 

_ 

(104,750) 

(104,750) 

10,451 

3,856 

14,307 

Legislative  appropria- 

tions 

1,013,437 

- 

- 

- 

- 

- 

Receipts: 

Licenses  and  permits 

- 

24,466 

24,466 

- 

- 

- 

Service  fees 

- 

841,323 

841,323 

- 

- 

- 

Fines 

- 

220,097 

220,097 

- 

- 

- 

Income  collections 

and  transfers 

- 

1,947,868 

1,947,868 

- 

- 

- 

Investment  earnings 

- 

- 

- 

- 

- 

- 

Fiduciary  and  trust 

- 

- 

- 

- 

- 

- 

Grants 

- 

-        - 

- 

14,183 

53,725 

67,908 

Adjustments  -  prior  year 

activity 

- 

(12) 

(12) 

— 

(2,099) 

(2,099) 

Total  additions  and 

fund  balance 

1,013,437 

2,708,895  220,097 

2,928,992 

24,634 

55,482 

80,116 

Deductions 

Support  expenditures 

Local  assistance  expen- 
ditures 

Withdrawals 

Benefits 

Adjustments  -  prior  year 
activity 

Reversions 

Fund  balance  (deficit) 
June  30,  1978       ^ 


9,196  2,923,604   15,701  2,939,305  22,086   44,844 


952,866 
51.375 


2,643 


15,788 


2,643 
15,788 


(145) 


(230.497)  201,753    (28,744)  2,693   10.638 


66,930 


13,331 


See  accompanying  notes  to  financial  statements. 
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Agency  Fund 


Combined 
Volunteer   Subsequent  Uninsured  total 

firemen      injury    employers      Total       (Memorandum  only) 

1.690,992   1.372.534       -        3.063.526        2.973.083 


— 

— 

— 

— 

1,013,437 

— 

_ 

_ 

_ 

24,466 

- 

189.352 

- 

189,352 

1.030,675 

— 

- 

142,233 

142,233 

362,330 

- 

135.160 

36.000 

171,160 

2,119,028 

135,153 

127.125 

839 

263,117 

263,117 

195,970 

- 

- 

195,970 

195,970 

— 

— 

- 

- 

67.908 

(192) 

(1.040) 
1.823.131 

_ 

(1.232) 
4.024,126 

(3,343: 

2,021,923 

179,072 

8,046,671 

- 

- 

- 

- 

3,015,431 

176,582 

15,277 

61,267 

253,126 

253,126 

— 

- 

- 

- 

955,509 

(583) 

- 

— 

(583) 

15,060 

- 

- 

- 

- 

51,375 

1.845,924 

1.807.854 

117,805 

3,771,583 

3,756,170 
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DIVISION  OF  WORKERS'  COMPENSATION 

Notes  to  Financial  Statements 

June  30,  1978 

(1)  Summary  of  Significant  Accounting  Policies 

The  preceding  financial  statements  reflect  the  financial  position  and 
resiJ-ts  of  operations  of  the  Division  of  Workers'  Compensation  except 
for  a  statement  of  general  fixed  assets  which  was  not  maintained.   The 
different  funds  included  in  the  financial  statements  and  their  purpose 
are: 

General  Fund  -  to  account  for  all  Division  of  Workers'  Compensa- 
tion revenues  and  expenditures  not  included  in  any  of  the  other 
funds. 
Earmarked  Revenue  Funds  -  to  account  for  state  funds  which  are 
specifically  earmarked  by  law  for  the  purpose  of  defraying  the 
costs  of  a  particular  program  or  function  of  state  government. 
Federal  and  Private  Revenue  Fund  -  to  account  for  funds  from  federal 
or  private  sources  which  are  used  for  the  operation  of  state 
government. 
Federal  and  Private  Grant  Clearance  Fund  -  to  account  for  federal  or 

private  funds  pending  determination  of  the  final  disposition. 
Agency  Funds  -  to  account  for  funds  held  and  disbursed  by  the  state 
as  a  custodian  or  agent. 
The  accounting  policies  of  the  Division  of  Workers'  Compensation  conform  to 
generally  accepted  accounting  principles  as  applicable  to  governmental 
units.   The  following  is  a  summary  of  the  more  significant  of  such  policies: 
Fund  Accounting 

The  accounts  are  organized  on  the  basis  of  funds,  each  of  which  is 
considered  to  be  a  separate  accounting  entity.   The  operations  of 

(Continued) 
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DIVISION  OF  WOEOCERS'  COMPENSATION 
Notes  to  Financial  Statements 

each  fund  are  accounted  for  by  providing  a  separate  set  of 
self-balancing  accounts  which  comprise  its  assets,  liabilities, 
reserves,  fund  balance,  revenues  and  expenditures. 

Basis  of  Accounting 

The  modified  accrual  basis  of  accounting,  under  which  expenditures 
are  recorded  when  the  liability  is  incurred  and  revenues  are 
recorded  when  received  in  cash  unless  susceptible  to  accrual 
(i.e.  measurable  and  available  to  finance  the  agency's  operations) 
or  of  a  material  amount  and  not  received  at  the  normal  time  of 
receipt,  is  followed  for  all  funds. 

Appropriations 

Appropriations  in  the  general  fund,  earmarked  revenue  fund  and  Federal 
and  private  revenue  fund  are  made  by  the  legislature  for  operating 
purposes  of  the  Division  of  Workers'  Compensation.   Expenditures 
against  these  appropriations  are  funded  by  the  corresponding  funds 
at  the  state  level.   Unexpended  or  unencumbered  balances  in  these 
appropriations  revert  to  the  respective  state  funds  at  year  end. 

Inventories 

Inventories  are  expensed  at  the  time  of  purchase. 

General  Fixed  Assets 

The  agency  has  not  maintained  an  adequate  record  of  its  general  fixed 
assets.   Assets  purchased  are  recorded  as  expenditures  in  the  various 
funds  in  the  year  of  purchase  or  enciombrance. 

Depreciation  is  not  provided  on  general  fixed  assets. 


-27- 


(Continued) 


DIVISION  OF  WORKERS'  COMPENSATION 
Notes  to  Financial  Statements 

Vacation  Pay  and  Sick  Pay 

Liabilities  incurred  because  of  employees'  unused  vacation  and  sick  pay 
are  not  recorded  in  accordance  with  state  policy.   The  related  expendi- 
tures are  recorded  when  paid.   Permanent  employees  are  allowed  to 
accumulate  and  carry  over  into  a  new  calendar  year  a  maximum  of  two 
times  their  annual  accumulation  of  vacation.   Upon  termination,  quali- 
fying permanent  employees  having  unused  accumulated  vacation  and  sick 
leave  receive  payment  for  vacation  on  a  100  percent  basis  and  sick  leave 
on  a  25  percent  basis.   The  amount  of  the  liability  associated  with 
unused,  accumulated  vacation  and  sick  leave  at  June  30,  1978,  is  main- 
tained on  an  hourly  basis  rather  than  by  dollar  amount.   The  monetary 
liability  is  not  calculated  until  an  employee  terminates. 

(2)  Investments 

Following  is  a  summary  of  investments  managed  by  the  Board  of  Investments 
for  the  Division  of  Workers'  Compensation: 

Volunteer  Subsequent  Uninsured 

firemen injury employers 

Carrying   Market  Carrying     Market  Carrying   Market 

value     value  value       value  value     value 

Federal  securities  $   180,000  162,762  35,000     34,213 
Other  investments    1,630,000  1,497,717  1,681,000  1,580,566 
Short-term  invest- 
ment pool            37,776  37,776  97,715     97,715   72.343    72,343 

The  carrying  value  for  each  classification  of  security  is  as  follows: 

Security  Carrying  value 

Federal  securities  cost 

Other  investments  par  value 

Short-term  investment  pool  cost 

(3)  Retirement  Plan 

The  state  of  Montana  has  a  contributory  retirement  plan  (Public  Employees 

Retirement  System)  covering  substantially  all  employees  of  the  Division 
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DIVISION  OF  WORKERS'  COMPENSATION 
Notes  to  Financial  Statements 

of  Workers'  Compensation.   Employer  contributions  for  the  year  ended 
June  30,  1978  for  all  funds  were  $99,287.   The  unfunded  past  service 
costs  and  the  actuarially  computed  value  of  vested  benefits  are  not 
readily  available  for  members  of  Public  Employees  Retirement  System. 
The  state's  policy  is  to  fund  accrued  pension  costs. 
(4)  Lease  Commitments 

The  Division  of  Workers'  Compensation  leases  four  buildings  under  lease 
agreements  expiring  on  July  1,  1979,  January  1,  1980  and  March  1,  1982. 
Required  annual  rental  payments  are  as  follows: 

Fiscal  year  ending  June  30,  Amount 

1979  $  100,075 

1980  25,000 

1981  4,300 

1982  2,867 

Total  rent  expense  for  the  fiscal  year  ending  June  30,  1978  was  $131,554. 
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STATE  COMPENSATION  INSURANCE  FUND 
Balance  Sheet 
June  30,  1978 

Assets 

Cash  in  Treasury 

Premium  due  and  billed 

Notes  receivable 

Unbilled  premium  receivable 

Deferred  costs  on  bond  exchanges 

Property  held  in  trust  (employers  initial  deposit) 

Investments: 
Mortgages 
Federal  securities 
Corporate  bonds 
Commercial  paper 

Gross  investments 

Plus:   Unamortized  premiums 
Interest  purchased 

Less:   Unaccumulated  bond  discounts 
Net  investments 

Total  assets 


439,204 

5,381,000 

50,262,808 

600,000 


48,410 
1,047 


91,951 

151,092 

8,062 

6,022,284 

519,041 

1,151,577 


56,683,012 

49,457 

(850,032) 
55,882.437 
$  63,826,444 


Liabilities,  Reserves  and  Fund  Balance 


Liabilities 


Accounts  payable 

Inter-entity  loans  payable 

Dividends  payable  prior  year 

Dividends  payable  current  year 

Advance  deposits 

Advance  premium  collections 

Deferred  revenue  on  bond  exchanges 

Accountability  for  stale  dated  warrants 

Claim  Reserves 

Compensation  benefits 
Medical  benefits 
Medical  only  benefits 

Fund  balance 

Restricted: 

Provision  for  claim  fluctuation 

Provision  for  medical  and  hospital  cost  fluctuation 

Provision  for  permanent  total  lifetime  benefits 

Provision  for  rate  stabilization 

Provision  for  catastrophes 

Provision  for  changes  in  security  valuation 
Unrestricted: 

Allocation  premium  due  to  change  in  accounting  methods 

Total  liabilities,  reserves  and  fund  balance 

See  accompanying  notes  to  financial  statements. 
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66,862 

140,000 

30,431 

6,891,257 

3,927,724 

1,679,897 

49,063 

8>503    12,793,737 


29,511,241 
8,881,879 

950^000    39,343,120 


3,159,489 

600,000 

200,000 
1,130,831 
2,800,000 
2,246,519 

1,552,748    11,689,587 
$  63.826.444 


STATE  COMPENSATION  INSURANCE  FUND 
Statement  of  Operations 
Year  ended  June  30,  1978 


Income 

Net  premium  collected 

Current  year  unbilled  premium 

Less:   Prior  year  unbilled  premium  received  in 
current  year 

Total  earned  premium 

Interest  earnings  on  investments 

Other  income 

Total  current  year's  income 

Prior  year's  adjustments,  net 

Total  income 

Expenses 

Claims  expenses: 

Compensation  benefits 
Medical  benefits 

Total  claims  expenses 

Other  expenses: 

Administrative  assessment 
Bad  debts 

Subsequent  injury  assessment 
Rehabilitation  assessment 

Total  other  expenses 

Total  expenses 
Results  of  operations  before  changes  in  reserves 
Less:   Increase  in  claim  reserves 


$  21,385,105 


$  6,022,284 


(5,153,767) 


9,062,434 
4,062,421 


2,100,000 

136,228 

123,660 

61,830 


868,517 

22,253,622 

4,234,006 

25,883 

26,513,511 

136,512 

26,650,023 


13,124,855 


2,421,718 
15,546,573 
11,103,450 

3.497,156 
$  7,606,294 


See  accompanying  notes  to  financial  statements. 
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STATE  COMPENSATION  INSURANCE  FUND 
Statement  of  Changes  in  Fimd  Balance 
Year  ended  June  30,  1978 

Fund  balance,  beginning  of  year  (as  restated)  $  10,974,537 

Increases  (decreases)  in  fund  balance: 

Current  year's  results  of  operations                             7,606,294 
Adjustment  to  prior  year's  dividends  payable  13 

Fund  balance  before  dividends  payable  18,580,844 

Dividends  payable  during  fiscal  year  1979  6,891,257 

Fund  balance,  end  of  year  $  11,689,587 

See  accoii5)anying  notes  to  financial  statements. 
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STATE  COMPENSATION  INSURANCE  FUND 

Notes  to  Financial  Statements 

June  30,  1978 

(1)  Summary  of  Significant  Accounting  Policies 

(a)  Organization 

The  State  Compensation  Insurance  Fund  "Fund"  is  a  state  operated 
insurance  program  administered  by  the  Division  of  Workers' 
Compensation.   The  Fund  is  carried  as  an  agency  fund  in  the 
Statewide  Budgeting  and  Accounting  System. 

(b)  Accounts  Receivable 

The  Fund  uses  the  direct  write-off  method  for  expensing  uncollectible 
accounts  receivable. 

(c)  Fund  Balance 

The  fund  balance  is  allocated  between  restricted  and  unrestricted 
balances.   The  unrestricted  balance  is  available  for  paying 
dividends  to  enrolled  firms. 

(d)  Investments 

Investment,  except  mortgages,  are  presented  in  the  balance  sheet  at 
original  cost  adjusted  for  discount  and  premium  amortization  where 
applicable.   Mortgages  are  presented  in  the  balance  sheet  at  par 
value. 

Premiums  and  discounts  are  amortized  using  the  straight-line  method 
over  the  life  of  the  securities.   An  average  life  of  eight  years 
is  used  for  amortization  of  mortgage  discounts. 

(e)  Bond  Exchanges 

Bond  exchanges  involve  trading  one  security  for  another  security 

having  the  same  par  value  for  the  purpose  of  enhancing  portfolio 

content  and/or  yield.   The  Board  of  Investment  defers  gains  and 

(Continued) 
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STATE  COMPENSATION  INSURANCE  FUND 
Notes  to  Financial  Statements 

losses  resulting  from  bond  exchanges  and  amortizes  such  gains 
and  losses  over  the  shorter  of  either  the  remaining  life  of 
the  bonds  sold  or  the  bond  purchased  for  replacement.   As  shown 
in  the  accompanying  financial  statements  at  June  30,  1978,  the 
accumulated  unamortized  deferred  costs  on  bond  exchanges  aggrega- 
ted $519,041  and  deferred  revenue  on  bond  exchanges  amounted  to 
$49,063. 
(f)  Reserves 

The  Fund  employs  an  independent  actuary  to  determine  the  adequacy 
of  rates,  reserves  and  restricted  fund  balance. 
(2)  Investments 

Following  is  a  summary  of  investments  managed  by  the  Board  of  Investments 
at  June  30,  1978: 

Carrying  value   Market  value 

Mortgages  $    439,204  439,204 

Federal  securities  5,381,000  5,045,779 

Corporate  bonds  50,262,808  45,985,902 

Commercial  paper  600,000  600,000 

$  56,683,012     52,070,885 
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COATES,   HeRFURTH    5.    ENGLAND 
Actuaries  and  Consultants 

3aO  California  Iipcf' 
San  Francisco  94I04 

Telephone  (4i5i  a33-aaaO 

October  5,  1978 


Mr.  Norman  H.  Grosfield 
Workers'  Compensation  Division 
Department  of  Labor  and  Industry 
State  of  Montana 
815  Front  Street 
Helena,  Montana   59601 

Dear  Norm: 

Enclosed  please  find  our  letter  for  your  financial  statement  specifying 
the  amounts  of  the  reserves  and  liabilities.   Also  attached  you  will  find 
a  detail  for  claim  liabilities  and  reserves  for  compensation,  medical,  and 
medical  only  claims.   This  detail  should  help  Bill  and  Jim  to  get  from  the 
prior  year  numbers  to  the  current  year  for  purposes  of  determining  reserve 
and  liability  increases  for  the  year. 

Should  you  have  any  questions  regarding  these  items  please  do  not  hesitate 
to  call. 


Sincerely  yours. 


Joseph  T.  Flynn 


JTF:mw 
Enclosures 
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COATES,   HeRFURTH    5<    ENGLAND 
Actuaries  and  Consultants 

3?0  Califc^ni.".  i'cjt!:'" 

San  Francisco  94i04 

Telephone  (.aisi  433  ■4440 

October  6,  1978 

Workers'  Compensation  Division 
Department  of  Labor  and  Industry 
State  of  Montana 
815  Front  Street 
Helena,  Montana   59601 

Gentlemen: 

We  have  examined  the  methods  and  procedures  utilized  by  the  Workers' 
Compensation  Division  of  the  Department  of  Labor  and  Industry  of  the  State 
of  Montana  in  the  determination  of  its  liabilities  for  compensation,  hos- 
pital, medical  and  other  benefits  as  of  the  close  of  its  fiscal  year  June 
30,  1978,  under  Compensation  Plan  Number  3  as  set  forth  in  the  Workers' 
Compensation  Act,   Our  examination  included  a  determination  of  the  appro- 
priateness of  the  underlying  methods  and  procedures,  such  review  of  the 
basic  records  as  we  considered  necessary  in  the  circumstances  and  an  analysis 
of  the  results  so  obtained. 

The  resulting  liabilities  for  benefits  to  be  paid,  so  determined,  may 
be  summarized  as  follows: 

Claim  liabilities  and  reserves  for: 

Compensation  benefits  $29,511,241 

Medical  benefits  8,881,879 

Medical  only  benefits  950,000 

Total  $39,343,120 

In  addition  to  the  above  amounts  for  claim  liabilities  and  reserves, 
the  Fund  is  maintaining  a  claim  fluctuation  reserve  of  $3,159,489  and  a 
Rate  Stabilization  reserve  of  $1,130,831,  together  with  combined  reserves 
for  catastrophe  and  medical  cost  fluctuations  of  $3,400,000.   A  security 
valuation  reserve  of  $2,246,519  is  also  maintained  along  with  a  provision 
of  $200,000  for  permanent  lifetime  benefit. 

In  our  opinion,  the  above  claim  liabilities  are  based  upon  the  bene- 
fits provided  under  the  Workers'  Compensation  Act  of  the  State  of  Montana. 
Further,  in  our  opinion,  on  the  basis  of  the  information  and  procedures 
referred  to  above,  and  upon  our  assumption  that  the  procedures  of  the 
Division  are  adequate  to  properly  establish  and  maintain  records  required 
for  this  purpose,  such  liabilities  In  the  aggregate  are  reasonable  and  appro- 
priate as  of  that  date,  and  that  the  Fund  is  in  a  sound  actuarial  and  finan- 
cial position. 
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By  following  this  procedure  each  year  and  by  reviewing  and  adjusting 
the  rates  each  year  to  reflect  changing  benefits  and  experience,  in  our  opinion 
the  Fund  can  continue  to  be  maintained  on  a  sound  actuarial  and  financial 
basis. 

Sincerely  yours, 

COATES,  HERFURTH  &  ENGLAND 
Actuaries  and  Consultants 


By     X'-'     - 

Joseph  T.    Flynn 
JTFrmw 
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Detail  for  Claim  Liabilities  and  Reserves 


Compensation 

Claim  file  liabilities 
Additional  actuarial  benefit  reserves 
Unreported  claim  reserves 
Reopened  claim  reserves 
Claim  expense  reserves 
Total 


6/30/77 

$14,994,161 

7,825,463 
2,005,000 
1,200,000 


6/30/78 

$13,897,911 

637,500 

11,160,830 

2,265,000 

1,550,000 


26,024,624 


29,511,241 


Medical 


Claim  file  liabilities 
Additional  actuarial  benefit  reserves 
Unreported  claim  reserves 
Reopened  claim  reserves 
Claim  expense  reserves 
Total 


6,740,472 

1,210,868 
670,000 
415,000 


4,129,915 

1,800,000 

1,726,964 

755,000 

470,000 


9,036,340 


8,881,879 


Medical  Only 

Actuarial  reserve 
Claim  expense  reserve 
Total 


750,000  900,000 

35,000  50,000 

785,000  950,000 


Grand  Total 


35,845,964 


39,343,120 
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AGENCY  RESPONSE 


DEPARTMENT  OF  LABOR  AND  INDUSTRY 


THOMAS  L   JUDGE 
GOVERNOR 


DIVISION  OF 

WORKERS' 

COMPENSATION 

815  FRONT  STREET 
HELENA.  MONTANA  59601 


NORMAN  H  GROSFIELD 
DIVISION  ADMINISTRATOR 


November  8,  1978 


Mr .  Denis  L .  Adams ,  C  .P  .A  . 
Greteman  ,  Adams  &  Co. 
P.O.  Box  2020 
Billings,  MT     59103 

Dear  Mr.  Adams: 

Enclosed  are  the  responses  of  the  Division  of  Workers' 
Compensation  to  the  various  audit  recommendations  made 
by  your  office  relative  to  the  operations  of  the 
Division . 

We  appreciate  the  opportunity  to  review  the  audit 
findings  with  you  and  your  staff  and  have  our  comments 
included  in  the  published  report . 

We  appreciate  the  efforts  of  your  staff,  and  compliment 
you  on  the  professionalism  they  displayed  in  conducting 
the  audit. 


lease  advise  us  if  you  need  any  further  information . 
Sincerely , 


JORMAN  nf.lG 
Administrator 

NHG/nmb 
enclosures 


AGENCY  RESPONSE 

Our  comments  concerning  the  recommendations  included  in  the  audit  report 
correspond  with  the  side  captions  as  shown  in  the  draft  report. 
Uninsured  Employers 

We  concur  with  the  recommendations  concerning  uninsured  employers.    When 
the  legislature  passed  the  Uninsured  Employers  Act ,  no  additional  positions  were 
authorized .    Subsequently  ,  we  transferred  one  position  from  another  program  in  order 
to  follow-up  on  uninsured  employers  identified  during  the  normal  course  of  our  opera- 
tions.   This  individual  presently  spends  full-time  following  up  on  uninsured  employers 
identified  through  our  claims  processing.    We  do  not  have  the  staff  to  follow-up  on 
cancellations,  and  in  addition,  on  January  1,  1979,  the  benefit  portion  of  the  Act  will 
become  effective .    We  have  already  included  in  our  biennial  budget  submission  a  request 
for  one  additional  position  to  assist  in  the  claims  processing  as  well  as  follow-up  on 
uninsured  employers . 
Communications  with  Injured  Workers 

We  agree  with  this  recommendation  and  will  design  a  brochure  to  be  distributed 
specifically  to  the  injured  workers  . 
Laws  Regarding  Termination  of  Benefits 

We  agree  with  this  recommendation  and  will  seek  the  necessary  legislation. 
Calculation  of  Weekly  Benefit  Amount 

We  agree  with  the  first  recommendation ,  and  in  fact  the  State  Compensation 
Insurance  Fund  has  already  held  training  sessions ,  and  all  claims  examiners  are  now 
using  a  uniform  method  to  calculate  compensation  rates. 

We  do  not  believe  that  a  second  party  review  of  all  rate  calculations  would  be 
cost  beneficial .  We  are  reluctant  to  add  another  review  step  in  the  claims  processing 
because  of  the  delays  caused  in  the  delivery  system  and ,  consequently ,  the  payments 
to  the  injured  workers.    Since  all  the  claims  examiners  are  presently  using  the  same 
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method  to  calculate  the  compensation  rate,  a  periodic  review  by  the  claims  supervisor 
should  disclose  any  discrepancies  or  gross  errors  by  individual  claims  examiners. 
We  will  explore  the  possibility  of  allowing  claims  examiner  aides  to  perform  the  routine 
work  done  by  the  claims  examiners ,  including  the  calculation  of  the  compensation  rates . 
Annual  Report 

Legislation  has  already  been  drafted  to  comply  with  this  recommendation . 
Initial  Deposits 

We  concur  with  the  recommendations  on  initial  deposits. 
Universal  Identifier 

We  have  been  capturing  the  federal  identification  number  as  a  secondary 
identifying  number  on  new  enrollments ,  but  we  have  not  explored  the  possibility  of 
cross-checking  these  numbers  with  other  state  agencies.    We  do  concur  that  this 
should  be  considered  as  a  means  to  determine  whether  all  employers  are  properly 
registered. 
Cancellation  Dates 

During  the  audit  period ,  the  cancellation  of  employers  for  failing  to  pay  premium 
or  file  payroll  reports  was  accomplished  every  thirty  days.    We  have  already  implemented 
a  system  to  reduce  the  cancellation  period  to  two  weeks .    This  should  minimize  the  dis- 
parity as  discussed  in  the  audit  report . 
Capital  Equipment  records 

We  concur  with  the  recommendations  concerning  capital  equipment  records. 
We  must  also  consider  a  new  fixed  asset  inventory  system  which  is  being  designed  by 
the  Department  of  Administration  . 
Separation  of  Duties 

We  concur  with  this  recommendation ,  and  the  recommendation  has  already 
been  implemented. 


-40- 


Uncollectable  Premiums 

We  concur  with  this  recommendation ,  and  the  more  recent  uncollectable 
accounts  have  been  turned  over  to  the  Department  of  Revenue  on  a  more  timely  basis. 
Physical  Plant 

We  concur  with  this  recommendation. 
Compensation  Laws 

We  concur  with  this  recommendation ,  and  we  are  presently  considering- 
seeking  legislation  to  clarify  the  benefit  sections  of  the  Workers'  Compensation  Act. 
Permanent  Partial  Disability  programs 

This  recommendation  will  be  considered  in  any  legislation  revising  the  benefit 
sections  of  the  Workers'  Compensation  Act. 
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